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Ms. Magalie Roman Salas, Secretary \'(~, i, ..:;..__ ·l

Federal Communications Commission
P.O. Box 358145
Pittsburgh, PA 15251-5145

Re: Application of McLeodUSA Incorporated for AuthoritY to Transfer Indirect Control of
Blanl;;et Domestic Section 214 Authorizations

Dear Ms. Salas:

On behalf of McLeodUSA Incorporated, please find an original and six (6) copies of an
application for Commission approval to transfer indirect control of the blanket domestic Section
214 authoritY held by McLeodUSA Incorporated's operating companies. Concurrent with this
application, McLeodUSA is also filing an application for Conunission approval of the transfer of
control of the international Section 214 authorizations held by McLeodUSA Incorporated's
operating companies.

Enclosed, please find a check in the amount of$815.00 to cov~ the Commission's filing
fee. Please date-stamp the enclosed extra copy of this filing and return it in the envelope
provided. Please direct any questions regarding this tiling to the undersigned.

Respectfully submitted,

~<;:~
Richard M. Rindler
Edward S. Quill, Jr.

Counsel for Applicants
Enclosure
cc: David R. Conn (McLeodUSA)

Grace R. Chiu (SBSF)
397S14U
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FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

)
In !he Maner of )

)
MtLEODUSAINCORPORATED )

)
)

Application for Authority Pursuant to )
Section 214 of the Communications Act of 1934, )
As Amended, to Transfer Indirect Control )
ofAuthOn:l'ed U.S. Domestic lnterstate )
C~ers )

)

APPLICATION

1. INTRODUctiON

File No. _

McLeodUSA Incorporated ("Parent"), by and through undersigned counsel and pursuant

to Section 214 of the Communications Act of 1934, as amended, 47 U.S.C. § 214 (1982) (the

"Act"), and Section 63.01 of the Commission's Rules, 47 C.F.R. § 63.01 (2000), hereby requests

authority for the indirect transfer ofcontrol ofMc:LeodUSA Telecommunications Services, Inc.

("McLeodUSA"), CapRock Telec:ommunitations Corp ("CapRoc:k''), IWL Communitations,

Inc. dIbIa CapRock Services Corp. ("IWL,"), McLeodUSA Telecom Development, lnc.

("MTDI") and McLeodUSA Public Services, Inc. ("MPS," with McLeodUSA, CapRock, IWL

and MTDI, the '"McLeodUSA Operating Companies'') wi!h respect to the blanket domestic

Section 214 authority held by !hose companies to five affiliated funds: Forsunann Little & Co.

Equity Partnership-VII, L.P. ("Equity-VII"), Forstmann Linle & Co. Subordinated Debt and

Equity Management Buyout Partnership-VllI, L.P. ("MBO-VIII"), ForstrnaM little & Co.
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Equity Pannership-V, L.P. ("Equity-V"), Forstrnann Linle & Co. Subordimted Debt and Equity

Management Buyout Partnership-VI, L.P. ("MBO-VI"), and Forstmann Lillie & Co.

Subordinated Debt and Equity Management Buyout Parmership-Vll, LP. ("'MBO-

VIl")(colJeetively "Forstmann Little," together with Parent and the McLeodUSA Operating

Companies, "Applicants").

A. Summary of the IDdirect Traosfer of CODtrol

The McLeodUSA Operating Companies arc all indirect subsidiaries ofMcLeodUSA

Incorporated ("Parent"). As described more fully below, Parent filed a pre-nei0tiated plan of

reorganization (the "Reorganization Plan" or "Plan") in its chapter II bankruptcy proceeding as

a key step in positioning Parent for the future through a restrUcturing ofits capital structure.1 As

a result ofthe consummation of the Plan, Forstmann Linle will acquire an approximate

ownership interest of 57 percent in Parent and therefore, indirectly, in the McLeodUSA

Operating Companies.

• B. Request for Expedited ConsideratioD

-

Applicants respectfully request expedited consideration of this Application in order for

the McLeodUSA Operating Companies to realize cenain financial benefits that are essential to

their respective continued operations. Because Applicants need to consummate the transaction

described herein On or about AprilS, 2002, Applicants request that the Commission approve this

Application on an expedited basis to allow Applicants to complete me proposed transaction as

soon as possible. To that end, Applicants respectfully request that the Commission reduce me

public notice period to fiftec:n (15) days.

The Reorganization Plan is supported by Parc:nt's Board of Directors. its senior secured
lenders, Equity-V, MBo-VI, MBO-VII, the ad hoc committee ofholders ofParent's unsecured
noteS, and certain of Parent's preferred shareholders.
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In suppon of this Application, Applicants provide the following infonnation:

II. THE PARTIES

A. McLeodUSA Incorporated - Transferor

McLeodUSA Incorporated (""Parent") is a publicly traded Delaware corporation whose

principal place of business is localed at McLeodUSA Technology Park, 6400 C Sueer, SW,

Cedar Rapids, Iowa 52406-3177. McLeodUSA, CapRock, IWL, MTDI and MPS are all wholly­

owned indirect subsidiaries ofParem.

B. Forstmann Litde - Transferees

The partnerships of Forsunann Linle are members of a family of affiliated private

invesunent funds with principal address of 767 Fifth Avenue, New York, NY 10153. As noted

above, Forsunann linle, for purposes of this Application is defined to include: Forsunann Linle

&. Co. Equity Partnership-VIl, L.P. ("Equity-VII"), Forsunann Little &. Co. Subordinated Debt

and Equity Management Buyout PartnerShip-VIII, L.P. C"MBo·vm"), Forsunann Linle &. Co.

Equity Partnership-V, L.P. ("Equity·V"), Forstmann Linle &. Co. Subordinated Debt and Equity

Management Buyout PartnerShip-VI, L.P. ("MBO.VI"), and Forsunann linle &. Co.

Subordinated Debt and Equity Management Buyout Partnership-VII, L.P. ("MBO­

VII")(collectivdy "Forsunann Linlc").

C. McLeodUSA, CapRock, IWL, MTDI and MPS - Licensees

McLeodUSA is an Iowa corporation that provides integrated conununications services,

including interstate services, primarily in 25 Midwest, Southwest, Nonhwest and Rocky

Mountain states. McLeodUSA's principal place of business is located at McLeodUSA

Technology Park, 6400 C Street, SW, Cedar Rapids, Iowa 52406-3177. CapRock is a Texas

corporation with principal offices located at 15601 Dallas Parkway, Suite 700, Addison, Texas
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75001. IWL is a Texas corporation whose principal offices arc located at 12000 Aerospace

Avenue, Suite 200, Houston, Texas 77034. MTDI is a South Dakota corporation with a principal

place of business located at 29705 453'd Ave., Irene, South Dakota 57307. MPS is an nlinois

corporatIons with principal place of business located at 121 South 17th Street, Manoon, llIinois

61938. McLeodUSA, CapR.ock, IWL, MTDl and MPS are all authorized to provide U.S.

domestic interstate services.

1lI. DESCRIPTION OF THE TRANSACTION

As slated above, PareDI has formulated a Reorganization Plan to restructure its capital

structure. The Plan involves, among other things, an increase in the equity ownership held by

FOrslmaztll Linle, as set forth below.

The Reorganization Plan proposes, upon consummation, that FOIllrmann Linle will own

approximately 57 per cent oflhe reorganized Parent's common Stock. Forsonann Little and their

affiliates have 10Dg been recognized as a preeminent acquirer and owner ofbusinesses. Over its

23-year history, the fum has invested almost $12 billion in the 29 acquisitions and investments it

has made. Forstmann Linle and their affiliates focus exclusively on acquiring high quality, high

growth companies, investing substantial amollIlts of its own capital to provide for significant

ongoing expansion.

The Reorganization Plan contemplates that Equity-V, MBO-VI and MBO-VO will

conven their existing Series D and Series E Preferred Stock into common stoclc, representing

approximately 35 per cent oflhe reorganized Parent's common Stock, and that EquitY-Vn lIIld

MBO-VIll will purchase for approximately $175 million approximately 23 per cent of the

reorganized Parent's common stock and 5-year warrants to purchase an additional 6 per cent of

common stock for $30 million. Upon the consummation of these transactions, FoTStmann Little
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will own approximately 57 per cent ofParent'S Common Stock. Applicants therefore seek

approval of the indirect tranSfer ofcontrol of the McLeodUSA Operating Companies to

Forsonann Linle.2 Attached hereto as Exhibit A is an illustrative chan depicting the corporate

structure of Parent and the McLeodUSA Operating Companies prior to and immediately

followmg consummation ofthe Reorganization Plan.

Applicants emphasize that the indirect transfer of control described herein will not

involve a change in lhe names under which the McLeodUSA Operating Companies currently

respectively operate nor any change in the manner in wluch the McLeodUSA Operating

Companies currently offer domestic interstate service. Immediately following the

recapitalization, the Mcl.eodUSA Operating Companies will continue to offer the services they

cllITC1ltly respectively offer with no change in the Tates Or terms and conditions of service. The

McLeodUSA Operating Companies, moreover, will continue to be lo!d by the same team of

experienced teleconununications management. The indirect transfer ofcontrol of the

McLeodUSA Operating Companies to Forsonann Little therefore will be seamless and

transparent to the McLeodUSA Operating Companies' interstate customers, in tenDS oCthe

services they recetve.

2 As stated above, the transactions described h.:rein are subject to confinnation ofthe
Reorganization Plan by the Bankruptcy Court.
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VI. PUBLIC INTEREST CONSIDERATIONS

Approval ofthe indirect transfer of control described herein will serve the public interest

in promoting competition among telecommunications camers. Specifically, the indirect transfer

of control of the McLeodUSA Operating Companies that will result from Forstmann Little's

increased equity ownership of Parent (resulting from its new investment and conversion of

preferred stock) will provide the McLeodUSA Operating Companies with the opporrunity to

strengthen their respective competitive position through access to the improved capital strocrure

of their ultimate parent. In addition, the improved financial position ofParent that will result

from this increase in funding will enable Parent to implement its long-term growth plans and to

significantly enhance the operational flexibility and efficiency, as well as the long-term financial

viability of the McLeodUSA Operating Companies. These enhancements will inure directly to

the benefit oflhe McLeodUSA Operating Companies' customers. The proposed tranSaction will

therefore ensure the provision of innovative, high quality telecommunications services to the

pUblic and should promote competition in the U.S. domestic telecommunications service market.

V. INFORMATION REQUIRED BY SECTION 63.18

(a) Name, address and telephone number:

Transferor: McLeodUSA Incorporated
McLeodUSA Technology Park
6400 C Street, SW
Cedar Rapids, Iowa 52406-3177
Tel: (319) 790-6823

6
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Transferee: Transferees: ForstmalUl Little & Co. EquityPannership-Vn, L.P.
("Equity-VII")

Forsunann Little & Co. Subordinated Debt and Equity
Management Buyout Pannership-VlIl, L.P. ('"MBO·V1ll")

Forsunann Little & Co. Equity Partnership-V, L.P. ("Equity-V")
Forsunann Little & Co. Subordinated Debt and Equity

Management Buyout Pannership-VI, L.P.C"MBO-Vr')
Forstmann Little & Co. Subordinated Debt and Equity

Management Buyout Pannership-Vll, L.P. ("MBO-VII")
767 Fifth Avenue
New Yorlc, NY 10153
Tel: (212) 355-5656

Licensees: McLeodUSA Telecommunications Services, Inc.
McLeodUSA Technology Parle
6400 C Street, SW
Cedar Rapids, Iowa 52406-3177
Tel: (319)790-6823

CapRock Telecommunications Corp.
15601 Dallas Parkway
Suite 700
Addison, Texas 75001

IWL Communications, Inc. d/b/a CapRock Services Corp.
12000 Aerospace Avenue
Suite 200
Houston, Texas 77034.

McLeodUSA Telecom Development, Inc.
29705 453nl Ave.
Irene, South Dakota 57307.

McLeodUSA Public Services, Inc.
121 South 17th Street
MattooD, Illinois 61938

Cb) Transferor; Parent is organized under the laws of the State ofDelaware.

Transferee: Equity-VII, MBC-Vm, EqUity-V, MBO-VI, and MBO-Vll are
each organized under the laws ofthe State of Delaware.

Licensee: McLeodUSA is organized under the laws oftbe State onowa.
CapRock and lWL are each organized under the laws ofthe State
ofTexas. MIDI is organized under the laws ofthe State of South
Dakota. MPS is organized under the laws ofthe State oflilinois.
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(c) COlTespondence concerning this Application should be sent to:

Richard M. Rindler
Grace R. ehiu
SwidlerBerlin ShereffFriedman, LLP
3000 K Street, N.W., Suite 300
Washington, D.C. 20007
Tel: (202) 424-7500
Fax: (202) 424-7645

(d) Transferor: Parent has not previously received authority under Section 214 of
the Act.

Transferee: Equity-Vll, MBO-VIll, Equity-V, MBO-VI, and MBD-Vn have
not themselves previously received authority under Section 214 of
the Act.

Licensee: McLeodUSA, CapRock, IWL, MTDI and MPS hold domestic
interstate Section 214 authority pursuant to blanker authority
conferred by Section 63.01 of the Commission's rules, 47 C.F.R. §
63.01.

(e) By this Application, Applicants seek authority to transfer indirect control of the
McLeodUSA Operolting Companies, all nondominant carriers holding blanket
U.S. domestic interstate Section 214 authority, to Forsanann Linle.

(1) ConculTently with the filing of this Application, Applicants are filing an
international Section 214 application for the approval required for the transfer of
the McLeodUSA Operating Companies to Forsanann Linle.

(g) Eqllity-VII, MBO-Vlll, Equity-V, MBD-VI, and MBO-VII each certifies for
itself and Parent certifies for itself and the McLeodUSA Operating Companies,
pursuant to Sections 1.2001 through 1.2003 of the Commission's Rul~s

(implementing the Anti-Drug Abuse Act of 1988,21 U.S.C. § 3301), that it is not
SUbject to a denial of Federal benefits pursuant to Section 5301 of the Anti-Drug
Abuse Act of 1988.
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VI. CONCLUSION

For the reasons stated herein, Applicants respectfully submit that the pUblic interest,

convenience and necessiry would be furthered by grant of this Application for consent of indirect

transfer of coorral of the McLeodUSA Operating Companies to Forsunann Unle.

Respectfully submined,

Dated: February 22, 2002

By: ~C:~
Richard M. Rindler
Edward S. Quill, Jr.
S WlDLER BERUN SHEREFl' FRIEDMAN, LLP
3000 K Street, N.W., Suite 300
Washington, DC 20007
Tel: (202) 424-7742
Fax: (202) 424-7645

Counsel for Applicants

9
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February 20, 2002
:Iol.noo I

----- - - -_._-~---_._---

Verificatioll

By; _--!;'1i6:;"1+;:'''!.!i.rGt.~''"~..2,17;~/U.If.'-::2?~.:'':-~ _
WinS~on w. Ha~ch~nsName;

a general paItner
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CERTIFICATION

On behalf of Fommann Linle & Co" I hereby cemtY that the statements in the foregoing
Application for Section 214 authori!)! are we, complete, and correct to the beSt ofmy knowledge and au
made in good faith.

Forstmann Little &. Co. EqUity Partnership-VII, L.P.

By. FLC~I Partn~hip, . ,,'~s g~en1 parmer

By: 1;,1);v:J[;., v-

Name: Ii~ns~on W. Ku~cnins

a genenl parmer

Forumann Little &. Co. Subordinated Debt and Equity
Managemenl BUYOUt Panllershlp-VID, L.P.

By: FLC XJfxm ~armershi, .~., irs general panna

By: U:;,;r;. ~
Name: Winston Ii. Hu~chJ.ns

a genera! parmer

Forstmann Lillie &< Co. Equity Plinnership-V, L.P.

By: FiC~ Partnersmp, . ., jtS genenl partner

By: iL) .,,-;t; t-.~.
Name: Winston W. Hutch>.ns

a general parmer

Forslmann Linle &. Co. Subordinated Debt and Equity
Manllgemenl Buyout Partnership-VI, L.P.
By: FLC XXIX Parmership, L.P., 115 general partner

By: 4.),1,!t" rMlv ..

Name: Winston W. Hu~chJ.n5

a genenl partner

Forstmann Little &. Co. Subordinated Debt lind Equity
MlIIlagement Buyout Partnership-VII, L.P.

By: FiC~11~artners L.P0' its general partner

By ! j ,}if ..," 'V'..

Name: liinst:on Ii. Kut:chJ.ns

a general parmer
february 20, 2002
397)U3 ,



2QU24T~45 T-3ST P.QS/OS F-416

CERTlFICATlON

On behalf of McL~odUSA Jncorporat~d, r hereby cemfy that the statements in the foregoing
Apphcanon for SectIOn 214 authonry are we, complete, and correCt to the best of my knowledge and are
made In good faith.

M~LeodJaL

BY~dR.Conn
Vice Prcsidc:nt and I)qlury General Counsel

February 20, 2002
3?7,OtJ


